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QUESTION 1 


DVDs Galore Ltd (a listed public company) operates a chain of DVD rental shops in regional 
New South Wales. Due to the recent introduction of faster internet connections and 
popularity of online movie rentals, DVDs Galore is experiencing a significant decline in 


business. 


The company has three unsecured creditors, Medusa Pty Ltd, owed $52,000; Empusa Pty 
Ltd, owed $75,000; and Chimera Pty Ltd, owed $103,000. 


With reference to legal authority, advise the three creditors of the available options for 


getting their money back from DVDs Galore Ltd. 


QUESTION 2 


Illusory Benefits Ltd (IBL) is an unlisted games company that created a game in which, with 
the help of a smartphone application and a pair of specially designed 3-D spectacles, 
players can locate and photograph fairies at the bottom of the garden. The game has 


become spectacularly popular and profitable for IBL. 


IBL has a number of shareholders, including Gnome Ltd, which holds 8% of shares; Troll 
Ltd, which holds 10%; and Goblin Ltd, which also holds 10%. 


IBL’s board becomes aware that Will-O-Wisp Ltd (WOW) is secretly acquiring its shares and 
has thus far acquired a 15% stake in IBL. The IBL board is concerned that a take-over bid by 
WOW may be imminent. The board meets on 26"" September 2016, to consider a proposal 
to amend the constitution to prohibit the sale of shares in IBL to outsiders unless those 
shares are first offered to existing shareholders. The proposal is due to be voted on at the 


next general meeting scheduled for 20" October 2016. 
On 30" September 2016, WOW acauires Gnome Ltd’s 8% of shares in IBL. 


With reference to legal authority, advise Troll Ltd and Goblin Ltd of: (a) the legal 
implications of the recent 8% acquisition by WOW; and (b) the legal implications of 


the proposal to amend the constitution. 
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QUESTION 3 


Tony, Malcolm and Julia are all directors in Chaos Pty Ltd, which is the publisher of a long- 
running political satire magazine. Under the company’s constitution, all purchases for the 
company in excess of $1,000 must be countersigned by two directors. The company’s 
constitution also required that all purchases were to be made on a cash basis only; not on 


any credit basis. 


Due to increasing workloads, the entire board agrees to appoint an extra director. However, 
while Tony and Julia were on holidays, Malcolm interviews and purports to unilaterally 


appoint Kevin as the newest director. 


Kevin believes that hardcopy magazines are old-fashioned and contracts with Dot.Com Pty 
Ltd for $10,000 worth of digitizing equipment that will enable back-copies of the magazine to 


be accessible online. The equipment was bought on 30-day credit terms. 


Tony, Malcolm and Julia are not happy about Kevin’s purchase of the equipment and wish to 


get out of the sales agreement with Dot.Com. 


With reference to legal authority, advise the parties as to whether Chaos Pty Ltd is 
bound by Kevin’s purchase from Dot.Com Pty Ltd. 


QUESTION 4 


With reference to legal authority, outline the circumstances when the corporate veil 


can be lifted. 
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QUESTION 5 


A group of ethically minded animal lovers bought a beautiful rural property called ‘Happy 
Valley’ to operate an enterprise looking after people’s elderly pets for a fee. The business 
became spectacularly successful with wealthy foreign diplomats and executives who found 
they could not take their pets with them on their next international placement. Consequently, 
the animal lovers incorporated an unlisted business called Animal Pensioners Ltd (APL), 
with the specific object of ‘looking after our non-human friends at ‘Happy Valley’ in an 


ethically conscious manner’. 


A few weeks ago, 90% of APL’s shares were acquired by Spectacles Australia Ltd (SAL) 
and APL’s board was reconstituted. Now all but one of the directors on the APL board are 
nominees of SAL. The new board moved a motion that ‘Animal Pensioners Ltd cease the 
business of looking after pets and use its facilities at ‘Happy Valley’ to raise greyhounds for 


the greyhound racing industry’. 


The minority shareholders of the company are appalled. Advise them on possible 


remedies open to them, with reference to legal authority. 
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